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On Sept. 23 in Washington, Economy Minister Zelia Cardoso de Mello told the International
Monetary Fund Interim Committee that the effects of the Gulf crisis will be extremely negative for
Brazil, requiring "unprecedented cooperation efforts and strong support from multilateral financial
institutions." Cardoso pointed out that Brazil, one of the world's largest debtors and oil importers,
has lost export revenues result of the UN embargo against Iraq and Kuwait. According to a World
Bank report, Brazil stands to lose up to $2.4 billion per year in export earnings. Next, the minister
said developments stemming from the Iraqi invasion of Kuwait threaten developed nations' "limited
progress" in reducing fiscal and trade imbalances, and Third World nation governments' economic
stabilization and recovery programs. The Gulf crisis, she added, has increased the likelihood of
global recession. Cardoso said the advanced industrial nations have wasted over seven years of
global trade expansion when they could have relatively painlessly implemented reforms to reduce
trade and fiscal imbalances. Such incompetence, she added, corresponds to these nations' failure
to act on numerous proposals by Third World governments to defuse the foreign debt problem.
"If our proposals had been accepted, the [debt] problem could be well along the path toward
solution by now, if not overcome," said Cardoso. The minister emphasized that while developed
nations delayed in implementing fiscal and trade reforms, debtor nations were forced to proceed
with draconian "adjustments" of their own. Meanwhile, First World governments persisted in
maintaining protectionist policies, thereby intensifying debtor nations' difficulties. Cardoso stated
that Third World nations' foreign debt burden continues to threaten economic stabilization and
growth efforts. Progress thus far on alleviating the foreign debt burden is inadequate. Commercial
banks, said the minister, must consider more substantial reductions in debt and debt service
in negotiations with debtor nations. Government creditors, she added, should exercise greater
flexibility in debt restructuring negotiations. Later, Cardoso told reporters that she expects to meet
with the New York-based committee representing Brazil's commercial bank creditors between Oct.
8 and Oct. 12. She reiterated that under no circumstances will Brasilia offer a "symbolic" arrears
payment outside the context of negotiations with the banks. (Basic data from AFP, 09/23/90)
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